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WORKING PAPER

AOTICE: This deoument is & working paper, HOY
an offieial CiA issuance, snd has nol nesessarily
baen coordinetwd with other CRE produsing oime
ponenvg. It repressnts curvent thivking by one
group of spesialists in CIA, and is degigned for
uss by others enpagsd on siwdiar or overlapping
piudies. The opiniong expressod herein may be
ravised before final and official publication.

it ig intended solwly for the iInformution of the
addrseges and not for further digzeminetion.
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OFFLCE OF REPORTS AND ESTIMATES, CIA
FAR EAST/PACIFIC BRANCH

INTELLIGENCE HIGHLIGHTS RO, 56
15 Jue - 21 June 1949

SECTION I, SUIMIARY OF FAR EAST TRENDS AND DEVELOPMENTS

Communist=-inspired labor disorders in Japan hsve not yot receivad
significent popular support, a situation whish may elter when the full
weight of "rationalization® unemployment is felt this fall. (pa 2)

The Korean Natiorsl Assembly®s most recent acts have bsen larpgely
w'avorabls to the Rhes sdninistration and this dispute hetwsen the
young nation's Bxeoutive sang Legislature is expected to continue (p.2).

GCP Chalrman MAOYs latest speeoh sontuined a sipnificant bid for
political and economio relations with the West (p. 3}, Heanwhile, a
Hanehurian editor has been rebuked for naking "anti-Soviet?® remarks and
the wide publioity given %o this action by the CCP Implies that such
"deviationist® sentiments sre not unknown ancrnig the Chiress rank-arde
file {p, 4). '

In his first formal speech, provisional emperosr Beo Dei failed %o
make any direct appeal for resistance Fgroup support, a fact which may
indicate his lack of suooess in wimning over supperters of Indoohinegs
Communist leader Ho Chi Mirh {pa 7)u

he Phibul ®earetaker cebinet", which resigned last wesl in aocord
with the nsw Thailend songtitutional requirements, is expected to reform -
with the addition of new persomme) -~ within the next three wesks (p. 8).

A disagreement betwser Thanskin Ha end his Sceialiist supporters over
relations botween Burma ang the Vest may threaten the tenuous stability
of the Burmese Government (p- 8).

The marginal notaticons used in succeeding eections of this Veekly
("a", "y op C") indicate the inportance of the itwme in .
with ¥gw ropresenting the most important, s BN
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JAPAN

JOP-inspirad labor disorderz on inerease--The recent Government Reilwey "p®
enployees® gtrike in the‘?bkyo area, the ciesh between ssveral thousand
police and gitdown strikers at a Hiroshime stesl plant and laest monthta
dlsorders at the Tokyo Municipal Assembly {(whers one Communist demon-
ctrator was killed) 21l serve to indicate the Japan Communist Partyis
(JCP) inereasingly agrressive attitude. The major strike issus hag been
the "rationalizetion® of Government and private payrolls required under
‘the new economic stabilizetion program,which is sxpscted to result in
wide unemployment, Thuefar, however, the JCP has failed to obtein much 25X6
osRgpular support for its strike PYOLT M,

Sphiesman Yor SCAP's labor diviszion, warning that lehor unions may forfeit
thelr privileges by failure to comply with new labor lawa, is viewed am
Ocoupation support for the Government's position. In addition to thess
active restraints, the psyohological force of response to authority and
traditional oconservatism, ag wsll ap popular association of the JCP with
the unpopular Soviet program of repatriation for Japanese way nrisonsirs,
teni to alipa the Japsnese rank-andefile sgainst the Communists at prezent,

Nonetheless, further digsorders van be expected during the next few
monthe as the JCP develops its program of strikes and violence. Peak JCP
opportunity to win wider popular support should come thig autumn, when maass
dismisgals heve brought the number of unemployed to & new postwer high and
before Government relief measuree and other actions can deal effectively
with the unemplovment problem,

KOREA
§§ggutivgfﬁaﬁamggx;diaggja sontinues--The National Asgenmbly of the Koreen  "B"
Republio reconvened on 13 Juns without heving reached any definite settle-

mout of the points at issue with the Executive that had led to adjournment

cu 7 May. After listening %o a plea from Frosident Rhee for Mocoperation,"

the Assembly made its strongest stand ageinst the Exeoutive to date by voting
to override the President’s veto of the temporary smergency food bill 128 4o

1, overriding enother wveto 132 50 3, and roturning the Land Reform Bill +o

the President without the changaes he had requasted, 5T to 19,

By these mnoves, however uafavorable to Rhesw, the Azgenmbly hag softened
ite oripinal intent to defex any action on sdministration bills wtil the

L
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President complied with their specific demands. Indeed, on 17 June, the
Assembly made a considerable concegsion to Rhee by attashing to the Local
Administration Law a provision permitting Progidential appointment of
Provineial Governors.

Despite this action, it ssems gertain that the Assembly will sontinue
to strurple with Rhee for a grester and more independent voice in govern-
mental affeirs and 1t should be clear to President Rhes that he no longer
commands & majority on many issues. 1f Rhee mocepts this ract and ia wille
ing either to compromise or To coopsrate with the Assembly, signifiocant
bhreekdowns in legislation can be evoided. It is more probsble, however,
that the Executive Branchfs inefficiency and Rhee’s stubbormmess will con-
tinue to antagonize the Assembly and precipitate further squebbles detri-
mentel to national unity and atability.

Diverpsnt views on trog withdrawsle=0n 17 Juns, Kim Yak Soo, Viee Chairman wgw
of tre National Assembly end leader of approximately 60 assemblymen who have
conaistently sdvooated withdrawal of all foreipgn troops from Korea, prasented
a petition to the UN Commission on Korea (UMCOK) requesting abolition of both
the USSR and the US military missions that have replaced osccupation forces in
the north and south. In response, Hajor Goneral Chal Byung Duk, CG Korean
Army, called Kim end his ocolleajues "traitors® and 141 other sssemblymen
presented s petition %o UNCOK on 20 June strongly opposing Eim's request for
the withdrawal of the US Military Mission. The petition stated further that
American troops should not be withdrawn at the present time because Korean
Security Forces are still "too weak.”

URCOR probably will table both petitions, but the incident is signifi-
cant &8s an indication of the number of assemblymen who still doubt the
capabilities of their own aecurity foroes. At the seme time,demonsirations
and rallies organiged by officially=-sponsored youth and oivie groups during
the past week have repeated femiliar demsnds for a Pacific Paot and more arms,
indiosting that Rhee, like the majority of assemblymen, sontinues to be
exoeedingly spprehenaive over US troop withdrawal.

CHINA

CCP moftens "anti~imperialist" line--The Preparatory Committea for a Poli~ WA
Tioal Consultative Conference, meeting in Peiping on 16 June, heard Chairman

MAC Tse~tumg®s bid for international recognition and foreign trade. This

first session of the Commitiee, attended by 134 representatives of “yarious
democratic parties,...psople’s organizations,...minority groups,...overieas
Chinese orgenigatione and the CCP,* deoided upon the elementa {("no resction-
eriss") to be represented in the Politlocal Consultative Conference and

sleoted e standing comnittes to determine its apenda, to draft a Constitution,
and to draw up “"general plans" for the future povernment of China. It thus

-
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appears thut the future Political Consultative Conference will adopt &
Coustdtution and proclaim a Mational Government of China without the
intermediates step of & National Asszembly.

Last week®s preparatory mesting was attended by five of the top
rerters of the CCP¥s Uentral Committees MAO Tsea~tung, CHU Teh, CHOU
tre=jai {who presided), LI Tsu~han, and LI Li~een. Alsoc present, snd
delivering apeeches of approval, wers LI Chi-shen of the EKuominteng
Revoivtvionary Commitiee, SIEN Chun~ju of the Democratic leapue and
TAE Kahekee. oversens Chinege leader on & visit from Malaye. Chairmsn
AC defined the mes¥ing as preparation for "the swif't convenine of the
new PUC to form a democsratic sonlition povernment.®™ "Only thus can
China {ree hearself from her semi-solonisl and semi-feudal fate,™ MAO
decinred, describing et length the injuries suffered Ly China at the
hends of "the imperialists and their runninpg-dops, the Chiness reaction-
ariea,”

tlowaver, in a simifiocant devarbture from the CCPYg propapands line
of the prst thres years, not once did MAO or any cther speaker at the
gaszion fdentify the US as the imperialist enemy. Sienificantly, MAO
stated thet "we only oppose the imperialiszt system and its...schemes
against the Chinese neople. Vo sre willing to...esztablish diplomatic
relations with any fereisn government on tha,..basis of equality...
provided it is willing to sever relations with the Chiness reactioraries,
The Chinese people are willing to carry out friendly cocparation with all
csountiries of the world in restoring and developing international trade..."

The rehabilitatlion and development of the Chinese sconomy was thus
regognized in NAQ%s speech au one of the two principal tasks facing the
"People’s Demoeratic Republic of China®w-the other heing the supprescion
of anti-Comminist "remnante™ in China. It is hiphly nrobsble that this
acngideration impelled MAG to desist temporarily in denouncing the UB,
For the next several months, CCP propagends may continue this attenpt Lo
meintain an eguilibrium betwesn the Partv's cormitmente to internationel
Communism and China®s enormous need for t-ade with the West,

GCP vensures anti-Sovist statement--In rebuking the aditer of a Harbin
NEWEPALBT LOr "ANti-SOviet" remarks, the CCP has admitted to the world
for the first time that not all elemente of the Party are hanpy eboud
relations with the USSR. The editor, HSIAO Chun, well-known novelist
and puerrilla leadsr, had sugpested that it was time for "imperialists
of various osclors” bto withdrew from China, and, further, that "all
foreimmers ghould treat us with respect and squalityz if they sare
Sovietu, they should respast us all the more."” HSIAQ was reproved for
sucoumbing to Western propagands about "Red inperialism,” and for failing
to understand that the USSR "eammot posaibly become the oppreszsor of
other peoplas,™
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The temptation to commit "deviations" of this gort is probably
stronpest in lManohuris, where the USSR holds Fort Arthur and has not
yet opened the port of Dairen, Soviet oitizens share in the smdminig-
tiration of publio utilities in major Manchurien oities, the USSR ia s
joint operator of the Chinese Changohun railwey {and perhaps & number
of otlher entarprises) and some thousands of Soviet railway troops and
technioians are rosident. Marshurian arricultural surpluses, moreover,
have been exported in quentity to the Soviet Far East desplte the faot
that North China ecould profitably ebsorb a greater share of thoss sur-
pluses than it is presently receiving and surpluses are needed for
export to the West. Although the COP press hea stated that the indug-
trialization of Chine is to be based on heavy industry developed in
Manchuria with Sovict agsistance, as yet the USSR, whish despolled
Manchuria’s industrial complex in 1945, has not been oredited by the
GCP with assisting the (CPis efforts to restore the Manohuriaen esonomy
in any way,

Criticism of HSIAC vwes reprinted as far south as Nanking, on the
grounds that HSTAO's view has & ™representative charaoter.” The Party
leadership is thus warning the rankeand-fils throughout China that
sxpressiong of anti-Soviet feeliup will not be tolerated. However,
HISIAO has been under fire without being liquidated for the past ten
months, a fect that sugpests HSIAO has a gertain support within the
Party. While HSIAO's viaws are not in mecord with the present Party
line, it is possible that the Party will later find it useful,

Emphasis on emah orops brings resistenoe~~The CCP'g program to expand figw
the production of such industrial crops as sotton is reportedly sncoun-
tering resistance amorg Chinese farmers who have indiocated a preference

for the planting of food crops in dought-ridden areass of North China,
Communist propaganda in recent months has stressed the nscessity of
supplying Chinese textile mills with native cotton and fresing them

from depsndence on foreign supplies.

In the light of past ratios between cotton and prain prices, the
individual farmer has been doubtful of the profit possibilities in ghift-
ing to cotton. In meeting the price of foreisn cotton in Shanghai, the
farmer had, in the past, to accapt a return that, becsuse of high transe
portetion costs and large middleman‘'s profit, was considerably below the
city price. The present unfavorable harvest prospects generally confism
the farmer in his reluctence to plant cotton in place of food CrOp&.

GCF policy in the facs of reluotancs to expand cotton acreapge wil)

probably bs first to reiterate the nead for more gobton production to free
China from dependsnoce on American and other foreipn supplies, Second,

T
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practical measures may be adopted to effest g nsotton-grein price ratio
that will encourapge the shift to cotton. Ome such measure may take the
form of promizing to buy up all cotton at a favorable price., An addi-
tional meesure would relate to tax payments in kind; texes can be zo
fixed that payments in cotton will be less burdensome to the farmer than
paynents in prain,

PAI "can't cook rice"--The somnander of the only anti-Communist force ‘n
south China capable of offeriny the Commmniats any resistance worthy of

the name, PAI Chung~hsi, claims to be running out of money, arms and
armunition for his troops. PAI came to Canton last week, revortedly to
inform LI Taunp-jen that unless he was faickly and adequately supplied

with these nsoessities he "oould not go on." PAI observed that #you

san't cook riee if you have nothing but water.® PAI is not at all hopeiul
that necessary supplies will be fortheoming from ths CGeneralissimo's s%ooks,
He implied that only the US could keep him in the field against the Cone

HBQ

muilsts and he 1s scarcely more hopeful of aid from this sourgs. Acscordingly,

Pil is preparing to complete the withdrawal of his own personal troops ianto
Rwengsl, assipning less trusted units to fight required delaying sctiona.

Although delayed somewhat by floods in south China, the Communists
are going ahead with preparations for an offengive and have concentrated
approximately 18 armies in the areas surrounding, Nanchang and Vuchang,
In eddition, some 50,000 Communist irrepulars in Xwangtunp etand ready to
ald the advance, The most likely tarpet for the drive will be Canton with
Communist field forces moving south along the Kan and the Hsiang Rivers
and thence along the East River and the railway into the provisional Nation-
alist capital. PAI, whose forces probably will not be in the path of suoh
an advance; will not be initially disturbed. Once Canton falls, provably
during Anpust, FAI's three tenuous conneotions with the sea, the West River,
the highway from Canton, and the highway from Fort Bayard, will bs intor-
dicted. Even in the unlikely event that the Generalisemo should relent or
the US sttempt to supply Pal dirsotly, few such suprlies could then resoh
hlm, :

Cut off from the Generalissimo’s Nationalists and militarily isolated
from Sgechwan, PAY would soon be Fforeed intc the role of a purely provin-
cial warlord. Although his position sould be fairly strong for some time,
PAT may choose instead to come to terms with the Communists. LIU Fei's
reoent arrivel in Canton from Communis t-ocoupled Peiping guggests that the
CCP s exploring this possiblity. LIV, former vice-Minister of National
Defense under PAI and later military member of the Nationalist peacs dele~
gation in Peiping, iz believed to have brought Communist peace proposals to
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the Kwangsi olique. The leadere of this olique, LI and PAI, do not
pregently seem to be in the mood to accept peace with the Communists,
but the next few montha may bring a shange in their views, -

LI ocan't cook--Formation of a amall Kuomintang Emsrgency Policy Comw ngH
mittee, with CHIANG Eal~shek ag ochairman end LI Tsung-jen as vice- . '
chalrman, indiontes the latter's acquiescenos to the CGeneralissimo,

The new oommittee 1s the direoting orpgan for the Party and the Natiomal
Government, long advoocated by the CC Cligue for the sake of "unity.”

The membership conaists almost entirely of CHIANG'z etalwarts, so that

any effort by LI to follow an independen‘h policy will intensify resent-

ment and disunity.

CHIANG's influence i&¢ alec reflsoted in the new VBN Hsi-shan cabinet,
ocomposed largely of right-wing Nationelists suoh es CIBEN Li~fu., RO Ying-
ohin declined to continue in the Defenge Ministry and the outstanding new
nominee, HU Shih, refused to accept the post of Foreigm Minister. The new
ecabinet is weak and faces insuparsble problems. However, CHIAN! apparently
wants to prevent the LI Goverrnment's disspparmance from msinland China and
reportedly has glven the Finance Minister sertain promises of support.

The Nationalists appear virtually psralyzed in the face of the CGP
threat to Canton. Moat Nationelist leaders aml government employees are
either fleaing to Taiwan or preparing to serve ths Communista. The Foreigm
Office has already urged foreign diplomatie misplons to prepare for a move
to Chungking. The Nationaliste will be further discouraged by evidenos
that only minor diplomatic officlals, if any, may go to Chungking, as well
ax by failure of their latest efforts to obtain asgurances of US ald.
Although LI way continus for a while ag a Nationalist figurshead, he is
reportadly concerned over the pessimistic outlogk of hia Kwangsi asecaiates,
and myy retire before long to make pssce in his home provinge.

INDOUHILTA

Swnafm.cu and Iieht ia Viotnum--hn exchange of letbters in Salgon between ngw
Trench Wizl Commissionsr Pignon and Bac Das last week mdvanced the 8 March
Franoo~Vietiemese agresment one step further toward realization. Simul-
taneously, Bao Dml proolaimed his leadership of the newly unified state of
Vietnam end assumed the provisional title of BEmperor. In a formal publiec
address, he emphaaiaed that Vietnam's mission wes ocooperation "with all
countries whe wish to defend the conception of 1ife based on peacs, demow-
cratio prinuiplen and respsct for individual liberties.”

el
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Although he promised that a futurs constitution will be drafted
by the people, the provisional emperor declared it necessary that he
vieke over direction of the state" for the present, in view of the
grave internationel situation and the imposeibility of holding eleotions
immediately. Bao Dai stressed the ending of Cochinchina's ooloniel
status and its resbtoration to a unified Vietasm, and promised “hat the
Pranco-Vietnamesa accord would be submitted to the envisioned future
Vietnamese Parlisment for apnroval. In gonsidering internal adminis-
tration, the provisional emperor outlined a broad social program for
the attainment of improved education, iabor lepislation, standards of
living and land reforms.

Desplbe previous reports that sontacts havse been mede between .lao
Dai's entourare snd the non-Cormunists who support Ho Chi Minh, the
provisional emperor failed to riake any direct apneal to registance
groups., This omigsion may indicute that so far he has had little success.
in winning over Ho®s followers. In addition to the personal feuds and
individual politicel aspirations among Rao Daits immediaste adherents,
failure to sain support from resistance slements may well prolong forma-
tion of the workinp goverrnment whioch appears egsential to the success of
the Bao Dai experiment.

THAILAND

Perliament reconvense-~Followlng a special parliamentary eleotion earlier
in the month, Parliament reopened on 15 June and ths "caretaker” Phibul
Cabinet resipgned es required under the new sonstitution of 23 March 184¢.
Phibul is almost ocertain to bs reappointed Prime Minister by the Privy
Council and to form another government, ipeluding new personnel, within
the next three weels,

The lower chamber of Parliament {House of Rspresentativea)i according
to the constitution, must express approval of & new cabinet, Although the
Phibul repime does not control a single~party majority in the louse of
Rerresentatives, the recent slection of e Phibul supporter as presiding

officer of the IHouse indicates the®t a Phibul cabinet probably will have a
working, majority.

BURMA

Socialist split threatens Government--The Burmese political scens may be
Turther compiloated by & deveioping disagrecment between Prime Minister

Thankin Nu end his Socialist Party supporters. In 2 major perlismentary
address on 14 June, Mu admitted Burma‘s jnability to esitablish industries

i
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by its owmn efforts and recommended seeking the aid of friendly nationg
Yo obtain capital, technicians and exscutives. He alsc stated that it
was desirable for Burme to enter into mutuelly beneficial economic and
defense treatiss with countries having common interests, The Mu speech
represents o notable ehift towards the center and clearly implies & de-
sire to slign Burma more closely with the Vsst. By eontrast,the Burnose
Socialist Party (BSP), in a recently-issued statement praiging the Chincse
Gomuniste, denounced Anglo-American "imperialism.” The BSP stand Ly
have been motivated by opportuniam, by the dominent position of 4ts
ultra-leftist leader, U Ba Swe, or by genuine Socislist interest in
agrarisn reform. Heverthelegs, it appears %o be diametrieslly opposed
to Ku's proposed policy,

The first test of these epuosing views will come with introducticn
of the Govermment®s linerals Bill » Which would admit foreign sepital for
the development of Burma®s minersl resources. Socislist reaction to the
bifl will provide definite indication ss %o the extent, depth and seriousw
necs of the possible impending split between the Govermment and the
Soclalist majority in Parliament. The outvome 1s problematical. The
extrema possibilities would include the complete withdrswal of Sooialist
support of Thankin Mu, resultiug in the collupse of his relatively moderate
goverament, or the development of & sarious Pragmentstion in Scolalist
rarks. It is believed, however, that strony efforts for s sompromles will
be made since both the Govermment and the RSP presunably recognize the
seriousn:ss of @ orisis at this time, ' ‘
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